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Drivers of Real Return?

» CPI determined to stay low ?
Price of ol » Oil —lower, longer ?

Brent crude, nominal prices, USD/barrel .
si60 » Dollar strength — Fed raise?
» Full employment ?
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Source: BLS, FactSet, J P. Morgan Asset Mamgnmsm
CPl used is CPI-U and values shown are % change vs. one year ago and reflect August 2016 CPI data. Core CPl is defined as CPl excluding

food and enargy prices. The Personal Consumpton Expendiure (BCE) defalor emyoys an evarving chainweighise basket of consumer
expendiures nstead of he fxed-ueight basfel used i CP calcuatos
Guide to the Markets — U1.S. Data are as of September 30, 2016.

CBO’s Baseline assumptions

2016 “17-"18 '19-'20 '21-'26
‘ Real GDP growth 1.9% 2.3% 1.7% 1.9%
10-year Treasury 1.9% 2.4% 3.2% 3.6%

Headline inflation (CPI) 1.0% 2.3% 2.3% 2.4%
Unemployment 4.9% 4.5% 4.9% 49%

Source: CBO, J P Morgan Asset Management, (Top and bottom right) BEA, Treasury Department
2016 Federal Budget is based on the Congressional Budget Office (CBO) August 2016 Baseline Budget Forecast. Other spending includes, but is
not limited to, health insurance subsidies. Income security and federal civilian and military retirement

Note: Years shawn are fiscal years (Gcl. 1 through Sep

Guide to the Markets — Data are as of September 30, 2016

U.S. Dollar Index

Monthly average of major currencies nominal trade-weighted index
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Nominal yields 6.17%
Real yields 2.42%



2013-2015 (post “Taper Tantrum”) saw highly divergent returns:
U.S. equities gained but most other assets globally were flat or down

Cumulative asset class returns: Jan '13 — Dec '15

US Large Equities 53%

US Small Equities First pillar

N average:
Dev. Ex-US Equities 36%
Long US Treasuries
us MB_S Second pillar
US IG Credit average:
US Core Fixed Income 6%
US REITS
US High Yield
Long U.S. TIPS Third pillar
EM Equities average:
-9%

EM Local Bonds
Commodities -43%

(ex-REITs: -19%)

As of 31 December 2015
SOURCE: FIMCO
Refer to Appendix for additional index, and risk information.




Real Return Allocations FY 2014-2015 - PENSION

June 2014 7.65% of PENSION

1.64%_ 3.70%

(o)
41.17% 0-17%

11.14%

32.64%

W Tenaska / Power

B AMERRA Il / Ag Finance

M Magnetar MTP / Energy
Tortoise Capital / MLP

M Internal TIPS / Inflation

M PIMCO All Asset / Multi Strat

Mining, Timber and Health

—) June 2015 9.67% of PENSION
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19.26%

29.66% 30.03%
W Tenaska / Power m AMERRA Il / Ag Finance
B Magnetar MTP / Energy Tortoise Capital / MLP
M Internal TIPS / Inflation ® PIMCO All Asset / Multi Strat

Addition of Infrastructure, Nuveen RA / MLP Infra Taurus Mine / Mine Finance

BTG Pactual / Timber Oberland Cap / Health Finance

4



Real Return Allocations Sept. 2016 - INSURANCE

8.30% of PENSION

AMERRA Agri Hidg,
o Tenaska / Power AMERRA 11 / A
5.29% g
Oberland Cap / Health

Finance, 3.73%
Finance \ O-QEM
/

BTG Pactual / Timber N ——  Magnetar MTP/

/ Energy, 6.12%
Taurus Mine / Mine
Finance, 0.99%
Nuveen RA / Infra
LIQUID, 25.35% .
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Tortoise Capital / MLP
LIQUID, 6.37%

Internal TIPS / Inflation
LIQUID, 20.10%

PIMCO All Asset
LIQUID, 29.98%

M Tenaska / Power m AMERRA Il / Ag Finance Magnetar MTP / Energy
W Tortoise Capital / MLP LIQUID M Internal TIPS / Inflation LIQUID m PIMCO All Asset LIQUID
W Nuveen RA / Infra LIQUID Taurus Mine / Mine Finance BTG Pactual / Timber

Oberland Cap / Health Finance  ® AMERRA Agri Hidg Magnetar EOF II



Real Return Allocations FY 2014-2015 - INSURANCE

June 2014 10.17% of INSURANCE

3.24%
6.15%

0.40%

7.31%
27.77% 0

55.12%

W Tenaska / Power

B AMERRA Il / Ag Finance

® Magnetar MTP / Energy
Tortoise Capital / MLP

B Internal TIPS / Inflation

B PIMCO All Asset / Multi Strat

Addition of Infrastructure,
Mining, Timber and Health
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M Tenaska / Power ® AMERRA Il / Ag Finance

m Magnetar MTP / Energy Tortoise Capital / MLP
M Internal TIPS / Inflation ® PIMCO All Asset / Multi Strat
Nuveen RA / MLP Infra Taurus Mine / Mine Finance

BTG Pactual / Timber Oberland Cap / Health Finance
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Real Return Allocations Sept. 2016 - INSURANCE

8.23% of INSURANCE
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